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EDITORIAL
Because of the unusual length of the fea
ture article this time the Tax News has
been omitted. It will be resumed with the
next issue.

with much interest at chapter meetings.
Our warmest wishes for success in their or
ganization and in their personal ventures
into the public accounting field go to the
women accountants of New Zealand.

COMMITTEE CHAIRMEN
The chairmen of the national committees
of both societies have now all been ap
pointed. Their names may be found by re
ferring to the list of officers and directors
on the back cover. The committee of which
each is chairman is shown parenthetically
after her name.

CONGRATULATIONS TO AWSCPA
MEMBERS
Harry M. Jay and Associates, of Mem
phis and Houston, announce the admission
of Tennie Crews Leonard to the firm.
Mazie B. Bryan and Jessie M. Smith an
nounce their association for practice as cer
tified public accountants under the partner
ship name of Bryan and Smith, with offices
at 30 North LaSalle Street, Chicago.
Our very best wishes to all three.

WOMEN ACCOUNTANTS IN
NEW ZEALAND
The correspondence with New Zealand
women accountants, initiated last spring,
has brought forth an interesting exchange
of views.
Inspired by our example the women ac
countants of New Zealand formed a group
of their own, and a most enthusiastic group
it is. As in this country, many women occu
py private accounting posts. One in Wel
lington, Miss Margaret Dwyer, and seven
others throughout New Zealand are engaged
in public accounting practice. Miss Dwyer,
who organized the group, had some varied
commercial experience on leaving college,
then went to Australia, where she obtained
a position on the staff of a public account
ant. On her return to Wellington she found
a great shortage of accountants and even
tually established her own practice. She
writes that the decision was not easy but
that she found her fellow-practitioners in
Wellington to be most helpful and coopera
tive and that she is fascinated with her
work and happy over her choice.
She is active in the programs and study
groups of the accounting societies and is
secretary of the Accountant Students’ So
ciety, which has 500 members in the Wel
lington district.
Several AWSCPA members are corres
ponding with women accountants in New
Zealand. The letters from abroad are read

ALL IS RECKONED
There is no romance in accounts, he said,
No beauty in this sober reckoning.
For beauty, scan the heavens overhead
And look, he said, for romance in the
spring.
Is there no beauty in a task well done?
No joy in setting truth above the lie?
In bringing order to each plan begun?
If not, I ask, what beauty has the sky?

Is not Orion fixed within the dome?
Does not the prompt earth circumscribe
the sun
With the precision of a metronome?
May not the stars be counted, one by one?

A diamond must be cut with metered care,
The measured ballet closely paced by time.
Arithmetic must shape the arching stair,
Exactness vivify the poet’s rhyme.
There is no romance in accounts, he said.
But romance lives wherever truth is
sought
And beauty rests within the heart and head
And permeates man’s every honest
thought.
—Jennie M. Palen
From Conquerors of Tomorrow

Copyright, 1948, by American Woman’s Society of Certified Public Accountants.
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IDEA EXCHANGE
PHYLLIS M. HAAN, Grand Rapids, Michigan

The following suggestions have been most
beneficial in the companies in which they
were used and merit consideration.

copy, retaining in the file only the outstand
ing checks. It will then be necessary to refer
only to a small batch in future reconcile
ments of bank statements, eliminating the
need to handle the material which has al
ready been reconciled. Also, one can ascer
tain at a glance the number of checks still
outstanding from each period. As a control
sheet is kept on dividend checks only, a
quick listing of the batch of checks still in
the outstanding file will give a check of the
accuracy.

Preparation of Large Quantities
of Dividend Checks
If a corporation’s stock is listed on a
stock exchange and the number of its stock
holders is several hundred or runs into the
thousands, the preparation of dividend
checks can mean a tremendous amount of
work, especially with the accounts varying
from day to day.
It was decided to use a six-check sheet
with duplicate, numbered only; form and
one-time carbon inserted by the printer.
The numbered copies are filed for a perma
nent record of the dividend payments. This
system gives the necessary information in
proving the Dividend Bank Account, and
as the checks are issued alphabetically, one
can easily obtain any other information on
request of a stockholder regarding his divi
dend checks. For example: A stockhold
er’s investment files have been destroyed by
fire, and he wants to know the amount of
various dividend checks and the banks
through which they were cleared. Reference
to the date of purchase of his stock makes
it possible to locate immediately all divi
dend records.
We may go even further and add a third
numbered-only sheet, having it perforated
between checks. Separate these checks in
batches of 100. As the original checks are
returned from the bank, destroy the third

Purchase Order Numbering

One company established a method of
numbering its purchase orders so that when
it refers to an invoice, it can tell the date
the order was received without going
through the files.
As orders are received, the month, day,
and the number of the order for the day
are indicated. For example, the first order
received February 15 would be numbered
2151, the second 2152, etc. Letters preced
ing the number designate whether it is a
special order, stock order, or direct ship
ment, as in the following:
An invoice bearing order No. SP2151 in
dicates to the person handling it that is is
a special order and that it was the first
order received February 15. S indicates
stock order and DS direct shipment.
Since it is not necessary to refer to the
purchase order for the date of purchase,
this method greatly expedites the handling
of information requests.

Opportunities do not come with their
values stamped upon them. Every one must
be challenged. A day dawns, quite like other
days; in it a single hour comes, quite like
other hours; but in that day and in that
hour the chance of a lifetime faces us. To
face every opportunity of life thoughtfully
and ask its meaning bravely and earnestly,
is the only way to meet the supreme oppor
tunities when they come, whether open
faced or disguised.
—Maltbie Babcock
*
*
*
If you want a thing to be well done, don’t
do it yourself unless you know how.
The Work Sheet, Monthly Bulletin
of Atlanta Chapter ASWA

• The Woman CPA is published bi-monthly
in the interest of accounting, and the progress
of women in the profession.
While all material presented is from sources
believed to be reliably correct, responsibility
can not be assumed for opinions or interpre
tations of law expressed by contributors.

Published by

American Woman’s Society
of Certified Public Accountants
and
American Society of Women Accountants
342 Madison Ave., New York 17, N. Y.
Subscription Price—$1.00 Annually

Entered as second-class matter December 19, 1945, at the Post Office at New York, N. Y., under the Act of March 3, 1879.
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COAST-TO-COAST
MARGUERITE GIBB, C.P.A., and MARGUERITE REIMERS, C.P.A.,
Seattle, Washington

Among the chapters sending their regular
monthly publications to the editors of this
column are Atlanta, Chicago, Detroit, Grand
Rapids, Indianapolis, Los Angeles, Muske
gon, New York and San Francisco. If other
chapters are publishing monthly bulletins
the Coast-to-Coast editors will appreciate
receiving them as they are most helpful.
All chapters either held Christmas parties
in December or combined a Christmas cele
bration with their regular December meet
ing.
ATLANTA
Current Legislation and its Effect on the
Family was the topic discussed at the No
vember meeting by Mrs. Frances Craig
head Dwyer, attorney and national officer
in the Legal Aid Society.
The winter study class will deal with in
surance.
CHICAGO
With the subject Capital Gains and Losses
William B. Wood, CPA, a lecturer on Fed
eral taxation at Loyola University, provided
a review of fine points which might be over
looked in preparation of tax returns.
At the December meeting Adorine Winter
exhibited pictures of Guatemala and Yuca
tan taken during her recent trip.
The fifteenth anniversary of the organi
zation of AWSCPA was commemorated on
January 4.
An article of current interest is a regular
feature of The Ledger, chapter bulletin.
The November issue contained an article on
Internal Control by Valerie Johnson Yudell,
CPA, and the December issue one entitled
Cost of Mi-Lady’s Garment, by Adorine
Winter.
COLUMBUS
Accidents That Have Made Presidents,
the story of simple incidents that have been
major influences in the selection of some of
the presidents of our country, formed the
subject of a talk by Charles Jones of the
American Education Press to the 27 mem
bers attending the December meeting of our
newest chapter.
DETROIT
Gerald P. Schroeder, CPA, spoke at the
November meeting on The Accountant in
the Community. A condensation of his re
marks was published in Detroit’s Bulletin,
ASWA Comments.

GRAND RAPIDS
Training for Management was outlined
by Russell A. Stevenson, dean of the school
of Business Administration, University of
Michigan, in November. In December T. E.
Phelps, manager of the McBee Company,
spoke on Distribution Methods and Results.
The study group has considered Reports for
Auditors of Additions to Fixed Assets and
New Regulations Pertaining to Unemploy
ment Compensation.

INDIANAPOLIS
Indianapolis chapter made a worthwhile
contribution to civic welfare in the fall by
mobilizing community and civic organiza
tions to take action in combating a local
crime wave.
A detailed course in the uses of the slide
rule is receiving enthusiastic support.
Troy Thurston, an expert on taxes, fore
cast possible changes in the tax law and F.
0. Belzer of the Indiana Bell Telephone
Company spoke entertainingly on radio and
television transmission at meetings held in
November.
LOS ANGELES
What’s in a Name was the subject chosen
by the speaker for the November meeting,
Mable F. Rice, professor of education at
Whittier College and author of a series of
books on character education.
NEW YORK
Muriel Reynolds, assistant secretary of
Standard Oil Company of New Jersey, spoke
in November on Improving Stockholder Re
lations and Barrett H. Clark entertained
members and their guests, The Wall Street
Discussion Group, with a talk on The Thea
tre and Life in America in December.
Jennie Palen spoke in December before
The Accounting Club of New York Uni
versity on Some Things the Accountant
Needs Besides a Knowledge of Accounting.

SAN FRANCISCO
The January meeting featured entertain
ment of the employers of various members.
The February meeting took the form of a
joint meeting with the Women’s Group of
the San Francisco Underwriters’ Associa
tion, and featured a panel discussion with
speakers from both groups.
5

SEATTLE
Discussion of Booms and Slumps by Dr.
Earl C. Held, associate professor of econom
ics at the University of Washington, blos
somed into a spirited question and answer
period at the November meeting.
Walter Crim, CPA, spoke on Gifts and
Taxes in December. Marguerite Reimers,
CPA, told of her trip to Hawaii and atten
dance at a meeting of the National Associa
tion of Cost Accountants through the cour
tesy of the Territorial CPA Society. A
speech improvement session preceded the
regular meeting.
Income tax questions submitted in writ
ing during the preceding month were an
swered by Lili Pinkul Fowler, CPA, at the
January meeting.
SPOKANE
Speakers at meetings of the Spokane
chapter have been Elwood V. Denney, inves
tigator for the SEC for the Washington
district, and Arthur A. Lundin, an attorney
associated with the firm of Randall and
Danskin, who spoke on the Taft-Hartley
Act. Insurance will be the subject of dis
cussion at the January meeting.
Spokane is in the midst of a vigorous
membership drive and has been favored
with the presence at meetings of a number
of distinguished guests.
New members: Margaret Langsett, Ay-

leen Kruger, Evelyn Clark, Virginia John
son.
TERRE HAUTE
A booster membership dinner was held in
November.
TOLEDO
A round table discussion on Depreciation,
led by Virginia Thrush and Helen Hilt, was
the feature of the November meeting, held
at the Delft House.
*
*
*
Congratulations to the following women
who passed the May 1947 examination:
Illinois: Virginia Stewart DeLarme, 5418
West Jackson, Chicago; Ester E. Strebel,
1250 North Lake Shore Drive, Chicago;
Oklahoma: Doris Marie Cook, YWCA,
Tulsa.
AWSCPA welcomes as new members:
Florence Grudzinski, 344 E. Olney Avenue,
Philadelphia 20; employed by H. L. Yoh
Company, Inc.; attended U. of Pennsylvania
Evening School.
Ruth Sparks Mossman, 2024 E. 86th
Street, Apt. 407, Cleveland; employed by
Peat, Marwick, Mitchell and Co.; attended
Ohio State, Butler U. and Northwestern U.;
degrees: BS and MBA.
Josephine F. Shyers, 4305 Wickford Rd.,
Baltimore 10; employed in the department
of biology, Johns Hopkins University; mem
ber of Maryland Assn. of CPA’s; attended
Johns Hopkins; degree: BS.

COMMITTEE ON WOMEN IN
WORLD AFFAIRS
By JULIA BENTON HOPKINS, L.L.B., C.P.A., Washington, D. C.
promises real rewards. Members of the
committee are asked from time to time to
write letters to the appointing officials urg
ing the appointment of the women whose
names are suggested by the committee. The
women nominated by the committee for
such appointments are always carefully se
lected after a painstaking search for those
who have all the qualifications for the par
ticular position to be filled. During the past
year the committee endorsed the nomina
tion of women as United States representa
tives to the World Statistical Conference,
for inclusion in the American delegation to
the Food and Agriculture Organization Con
ference to be held in Genoa on August 26th,
for inclusion in the American delegation to
the Conference on International Refugee
Organization, and for the Second Session
of the United National General Assembly

At the 1946 convention the chairman of
the legislative committee of AWSCPA was
authorized to investigate various groups
concerned with the promotion of women
and to establish affiliation with such a
group. After careful investigation, AWS
CPA became a member of the Committee
on Women in World Affairs. This commit
tee was founded in 1942 by Miss Woolley,
President Emeritus of Holyoke College. The
primary work of the committee has been to
urge the appointment of women in the
American delegation of international con
ferences and to present names of women
qualified to serve in these capacities. The
committee does not, however, limit its work
to the international field but endeavors to
secure qualified women appointees in all
fields of government service.
The work being done by the Committee
6

W. Bruce Krag graduated from The Hill School, Pottstown,
Pennsylvania in 1923, from Princeton University in 1927, and
from the University of Michigan Law School in 1930.
From 1930 until 1938 he practiced law in Detroit with the
firm of Miller, Canfield, Paddock & Stone and since then has
been affiliated with the Trust Department of the National
Bank of Detroit, where he serves as Assistant Vice President
and Assistant Trust Officer.

This paper was the basis of a talk before the Detroit
chapter ASWA. It exceeds the length of our usual fea
ture
article, but is so packed with interesting and useful informa
tion that we could not bring ourselves to cut it.

SOME ASPECTS OF PLANNING
THE SMALL ESTATE
By W. BRUCE KRAG, L.L.B.

Many people think of estate planning as
arranging for the disposition of one’s prop
erty after death, whereas as a matter of
fact, it includes what is perhaps an even
more important phase, namely, the arrange
ments for the best use of current income
and the accumulation and preservation of
one’s property during life. Thus, this field
readily divides itself into two parts—first,
a complete analysis of the individual’s pres
ent situation with a mind to rearranging
his affairs in such a way that he and his
family may, during his lifetime, receive the
greatest benefits from the use of the prop
erty and, secondly, a careful consideration
of the provisions to be included in the per
son’s will, for the use, preservation, and
ultimate disposition of his property after
his death.
The problems presented by estate plan
ning are somewhat analogous to those pre
sented to an architect when called upon to
build a house. The architect must first de
termine the amount of money which is to
be spent in the construction of the house
and he must next determine the particular
requirements and desires of the family who
are to occupy it. His next job is to fulfill
their wishes as nearly as possible by draw
ing plans which will economically provide
them with the type of home desired. There
are as many, if not more, different types of
estate arrangements as there are differ

ent types of houses, and the job of the
estate planner is to determine the total
assets held, the general plan desired for
the particular family, and the most econ
omical method of carrying it out.
All estate planning, either for the period
during life or after death, necessarily
evolves upon the question of taxes. Certain
paths lead into additional taxes, whereas
other paths avoid or lessen them and it is
only common sense to use the paths which
lessen the taxes, providing they will lead
you to approximately the same destination.
In order intelligently to assist a client in
his estate planning problems, it is first es
sential to determine all factors connected
with his or her present circumstances.
These include such factors as:
1. A complete list of the assets and lia
bilities. You should also determine:
(a) The current market values of the
assets.
(b)
The cost base thereof.
(c) The form of ownership—whether
individual or joint.
(d) The desires of the owner as to
which should be protected or pre
served, if possible.
2. A complete list of the life insurance.
Who are the beneficiaries, how were
the premiums paid, what are the pres
ent cash surrender values?
3.
A complete report on the family with
7

the names and ages of each member.
Has the wife property of her own; is
the son a spendthrift; has the father
confidence in his son-in-law? Are
trusts necessary or should the prop
erty be left outright?
4. You should also know about the busi
ness or profession of the owner. Is it
a partnership, sole proprietorship, or
corporation? How can the owner’s in
terest be purchased by others in the
event of his death?
5. You should make an estimate of the
amount of taxes and administration
expenses that will probably be payable
if the owner should die with his es
tate arranged as it is at present. This
should be studied from the point of
view of exposure to gift, income and
Federal estate taxes.
6. Lastly, and probably most important
of all, you should determine the par
ticular wishes of the property owner
as to how he wishes to leave his prop
erty or use it during his lifetime.
Ascertaining and compiling this informa
tion is quite a task but it is the base that
must be laid before any intelligent or wellbalanced program can be formulated.
Although each person’s estate plan will
probably differ from that of another, never
theless there are certain vehicles which are
generally used to bring about the results
desired and they should always be kept in
mind to determine whether or not they
would be helpful in the particular situation
under observation. It might be well at this
point briefly to discuss certain of the more
common vehicles which may be used in
estate planning:
1. Gifts
First, let us consider the use that can be
made of gifts in estate planning. As you
all probably know, the owner of property
has the lifetime privilege of giving away
$30,000.00 worth of property before incur
ring gift tax liability. In addition to this,
he may give away $3,000.00 to as many
different individuals during any one year
as he may choose. In other words, if a man
gives $5,000.00 to his wife, $3,000.00 of this
gift comes under the $3,000.00 annual ex
clusion and the remaining $2,000.00 of the
gift would be deducted from the $30,000.00
lifetime exemption, leaving him with a
$28,000.00 exemption. As you also know,
the first $60,000.00 of a person’s net estate
is exempt from Federal estate tax. We
therefore have these two exemptions avail
able to everyone—the $30,000.00 gift tax
exemption (plus also the $3,000.00 annual

exclusion) and the $60,000.00 Federal es
tate tax exemption. One of the constant
endeavors in estate planning is to make
sure that your client receives the full bene
fit of these two major exemptions offered
by the Government.
Suppose a person seeks your advice and
discloses that he has an estate consisting
solely of $100,000.00 worth of liquid assets,
all in his own name. His wife owns nothing.
Upon his death, roughly speaking, $40,000.00 will be subject to Federal estate
tax, which would produce a tax of $4,800.00.
If he should give $40,000.00 of his holdings
to his wife, there would be no Federal es
tate tax payable upon his death and the
gift tax would amount to $217.50 assuming
he had used none of his gift tax exemp
tion. There would be the added resultant
advantage that the income from the $40,000.00 of securities transferred to his wife
would be taxable to her and thus his top
income tax bracket would be decreased,
and, in states which are not subject to
community property, the income from the
$40,000.00 would be in her relatively low
tax bracket. It would seem that such a
suggestion would materially improve this
person’s affairs during his lifetime, pro
viding, of course, it was prudent for him
to have made so large a gift.
One word of caution should be here in
jected in connection with gifts. The Gov
ernment has a most pernicious habit of
claiming, upon the death of the donor, that
practically all gifts were made in contem
plation of death, and if it is determined
that such was the case, the property trans
ferred would be subject to Federal estate
tax in the donor’s estate. To overcome such
a claim by the Government, it must be
shown that the donor was in good health
at the time of making the gift and that it
was made for some purpose associated with
living, rather than with death, one of the
best of which is to avoid future income
taxes.
It is also possible for an individual over
a period of time to build up a fairly sizable
estate for his wife or children through full
use each year of the annual $3,000.00 ex
clusion, by giving $3,000.00 in cash or prop
erty each year to such members of his
family as he may choose. He will avoid
encroaching upon his $30,000.00 lifetime
exemption, will systematically increase their
estates, and will lessen his own income tax
burdens to some extent.
Thus the reshuffling of an individual’s
property through full use of the gift tax
exemption, with its resultant advantages
8

from the point of view of both Federal
estate tax and income tax, is an important
factor in estate planning. The use of gifts
is important even in cases which exceed
the $30,000.00 gift tax exemption because
the gift tax which must be paid on such
gifts is only about three-quarters as much
as the Federal estate tax, were the prop
erty involved to be taxed in the estate of
the donor. Furthermore, it works out even
more advantageously than that sounds be
cause the property transferred is removed
from the highest estate tax bracket and
placed in the lowest gift tax brackets.
2. Jointly-Owned Property
Let us next consider holding property in
joint names as an aid to estate planning.
This has become a very popular method of
holding property and it has certain distinct
advantages, particularly in a small estate.
Placing property in the joint names of a
husband and wife is usually prompted by
a desire on the part of the husband to prove
to his wife his wishes that she share equally
with him in the property he owns. Upon
the death of one of the owners, jointlyowned property passes and becomes imme
diately available to the survivor from the
instant of death. Thus the delays incident
to probate and administration of the de
ceased joint owners’ estate are avoided.
Also, probate costs are eliminated in so far
as the assets so held are concerned and
furthermore, jointly-owned property is not
subject to Michigan inheritance tax. The
income from joint property is taxable onehalf to each of the joint owners.
On the other hand, there are certain dis
advantages which result from holding prop
erty in this manner which become more
serious the larger the estate. In the first
place, in an estate which will be subject to
Federal estate tax, jointly-owned property
will be fully taxed in the estate of the hus
band upon his death, unless it can be proved
conclusively that the wife contributed all
or part of the original cost. If she survives
her husband by five years or more, the
property will be subject to a second Federal
estate tax upon her death, provided, of
course, her estate exceeds the estate tax
exemption. When property is placed in the
joint names of husband and wife,assuming
it was purchased originally by the husband,
a gift is made which may be subject to
gift tax. Although property in joint names
will not be subject to probate costs upon
the death of the first joint owner, it will
be subject to such costs upon the death of
the survivor, and as a result, the probate
costs on such property are merely deferred
9

rather than eliminated. One point is some
times overlooked—the fact that a will has
no effect whatsoever on jointly-owned prop
erty. Such property passes to the survivor
automatically regardless of the provisions
of the will. People holding everything
jointly have been known to execute wills,
perhaps leaving a portion of the residue to
their children, overlooking the fact that the
will will have no effect upon their jointlyowned assets and as a result their children
will receive nothing.
Another disadvantage in connection with
jointly-owned property is that the cost base
of the property in the hands of the survivor
for income tax purposes is not the appraised
value as of the date of death of the first
joint owner, but it is the original cost price
of the property. Thus an individual own
ing stock in his own company, which today
may have a very substantial value but which
was acquired at a very nominal cost when
the company was originally founded, should
hesitate before placing such low-cost stock
in joint names of himself and wife. If he
should die, his wife might find it necessary
to sell some of this stock to advance money
to his estate for taxes or sale might seem
advisable for other reasons, and her cost
base for income tax purposes would be the
cost of this stock to her husband. Thus she
might be faced with a prohibitive capital
gain, whereas if the stock had been left
to her through his estate, her cost base
would have been the value of the stock
which was accepted for Federal estate tax
purposes in the husband’s estate. This
would be the value as of the date of death
or as of one year from the date of death.
Today, when the papers are so full of re
ports of automobile, airplane and railroad
wrecks, many husbands and wives worry
about the results that would take place if
they were both killed at the same time in
an accident. They wonder what the effect
of such a catastrophe would be on their
jointly-owned and other property. In 1941,
the Michigan Legislature passed what is
known as the Uniform Simultaneous Death
Act. This act provides that where the title
to or devolution of property depends upon
the priority of death and there is no suffi
cient evidence that the persons have died
other than simultaneously, the property of
each shall be disposed of as if he had sur
vived. In other words, if the husband by
his will leaves everything to his wife, if
living, otherwise to his children, his estate
will be administered as though he had sur
vived his wife, and everything will go direct
to the children. Likewise, if the wife’s will

had left everything to the husband, if liv
ing, otherwise to the children, her will will
be administered as though she had survived,
and her estate will be distributed directly
to the children. The act further provides
that as to property held jointly, it shall be
distributed one-half as if one had survived,
and one-half as if the other had survived.
Another interesting provision found in
this act is to the effect that if the insured
and the beneficiary of an insurance policy
die simultaneously, the proceeds of the
policy shall be distributed as if the insured
had survived the beneficiary. In other
words, if the husband’s insurance is pay
able to his wife, if living, otherwise to his
children, the proceeds will be payable direct
to the children, as if the husband who is
the insured had survived his wife. If the
wife were the only beneficiary named in
the policy, the proceeds would be paid to
the husband’s estate on the theory that he,
the insured, had survived the beneficiary.
3. Voluntary Revocable Trusts
Another vehicle which is sometimes use
ful in estate planning, and this is for the
period during life, is the Voluntary Revo
cable Trust. Such a trust is established by
an agreement entered into by the person
creating the trust, know as the settlor, and
the trustee, by the terms of which the prop
erty which constitutes the corpus of the
trust is deposited with the trustee primarily
for management. The trust agreement will
direct the trustee as to its powers and
duties, which can be as extensive or as
limited as the settlor may desire, and will
further designate the manner in which in
come or principal is to be distributed by
the trustee and to whom. The trust agree
ment will further go on to provide as to
what disposition should be made of the
property in the event of the death of the
settlor. It may provide that the property
be distributed outright to certain named
beneficiaries or may provide that the prop
erty be continued in trust for their benefit.
This type of trust is designated a revocable
trust because it may be altered, amended,
or terminated at any time by the settlor.
Although title to the property passes to the
trustee, the settlor nevertheless retains com
plete control in that he may regain posses
sion of the property during his lifetime by
revoking the trust. For this reason it is
not looked upon as a completed gift by the
settlor and therefore affords no tax ad
vantages to him. He will be called upon to
pay the tax on the income of the trust and
the assets held therein will be subject to
Federal estate tax upon his death.

The principal advantages of a Voluntary
Revocable Trust are that such an arrange
ment relieves the settlor from the burdens
of managing the property and supervising
the investments, providing he has conferred
such authority upon the trustee, and such
a trust agreement will, in so far as the
assets in the trust are concerned, act as a
will upon the death of the settlor. In other
words, upon the death of the settlor, the
trust agreement can no longer be changed
—it becomes irrevocable—and the property
wil be administered and eventually distri
buted by the trustee, in accordance with the
terms of the trust agreement. The property
will not be involved in the probate of the
settlor’s estate, even though it will be sub
ject to taxes in the estate.

4. Voluntary Irrevocable Trusts
Going a step further, we come to Volun
tary Irrevocable Trusts, which are similar
to revocable trusts but with the important
distinction that in creating such a trust,
the settlor should retain no powers in con
nection with the assets. In other words, he
cannot terminate such a trust, and under
the recent trend of tax cases, he should re
tain absolutely no strings in connection with
the administration or management of the
property. If he retains no control whatso
ever over the assets placed in trust, it fol
lows that he has made a completed gift,
that a gift tax will be payable when the
trust is established but that the income of
the trust will not be taxed to the settlor,
providing of course, it is paid to someone
other than himself and is not used to carry
out any of his legal obligations; and that
the property will not be subject to Federal
estate tax upon his death unless it be estab
lished by the Government that the trust was
created in contemplation of death.
The Voluntary Irrevocable Trust is a very
useful arrangement in estate planning, par
ticularly in larger estates, because if the
trust agreement is properly drawn, it can
be used to remove income from the settlor’s
high bracket and to distribute it to other
members of the family, who will no doubt
be in much lower income tax brackets. It
also, if properly drawn and set up under
the right circumstances, will remove this
property from the settlor’s Federal estate
tax return, and although the transaction will
be subject to a gift tax, this tax is ma
terially less than the amount of the Federal
estate tax.
5. Life Insurance
No consideration of a person’s estate plans
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can be complete without a very careful con
sideration of his life insurance. How much

does he own, what are the modes of settle
ment, and what will be the cash require
ments for taxes, fees, and administration
expenses in settling his estate? An eye
also should be kept on the question of
whether or not he will have sufficient in
come for the period after his retirement
from active work. If this seems question
able, the advisability of obtaining annuities
should be considered. Furthermore, if your
client’s chief asset is an interest in a part
nership or a close corporation, should in
surance be procured on his life, payable to
a trustee in order to produce funds with
which to purchase his interest upon his
death ?
An estimate should be made of the prob
able taxes and other expenses of the estate
which must be paid in cash, in order to
determine whether sufficient liquid assets
will be available to meet these payments.
By liquid assets is meant cash, Government
or other readily marketable bonds and life
insurance proceeds. There should be ample
insurance to supplement the other liquid
assets to the extent that the taxes and costs
of administering the estate may be settled
without sacrificing the estate.
In addition to the payment outright of
insurance proceeds, the use of standard
option settlements must be considered. Gen
erally, these modes of settlement include
payment of income only to the beneficiary,
or payment of fixed sums, including prin
cipal and interest for the life of the bene
ficiary, or for life and a fixed term of years
certain. Settlement options serve an ex
cellent purpose, particularly for widows
with limited investment experience. They
should comprise at least a part of any wellrounded program. These modes of settle
ment have one limitation, however, and that
is inflexibility. It is not difficult to imagine
a situation where because of illness or other
emergency, a widow may desperately need
additional funds quickly but yet the in
surance company, having no discretion in
the matter, would be unable to advance addi
tional funds to her.

has them made payable upon his death to
the trustee. Upon the death of the insured,
it is the duty of the trustee to collect the
proceeds of the policies. The trust agree
ment usually provides that the trustee shall
invest the proceeds and pay the income to
the wife for life, and upon her death to the
children, until they reach majority, or until
certain stipulated ages thereafter, when the
principal shall be distributed to them.
Flexibility is provided for by giving the
Trustee broad discretionary powers to ad
vance so much of the principal as may be
necessary in its discretion to cover any
emergency that may befall the wife or the
children, or to maintain them in the manner
in which they have been accustomed to live.
Another important feature of the life in
surance trust is that the trustee may be
given power to lend money, with or without
security, to the insured’s estate to enable
his executor to pay taxes and administration
costs. Thus the insurance proceeds will be
available for this purpose to whatever ex
tent may ultimately seem advisable.
7. After-Death-Planning
So far, you will note that most of the

arrangements discussed have had to do with
the arrangement of one’s property during
lifetime with certain carry-overs which be
come effective upon death. I now wish to
touch upon the will, which of course be
comes “the Bible” for the disposition of
one’s property after death.
Probably the most common type of will
is the one in which the husband, after pro
viding for payment of his debts, and pos
sibly leaving a few bequests to close rela
tives or friends, gives, devises and be
queaths the residue of his estate to his wife
to become hers absolutely. The wife may
have a similar will leaving everything to
the husband.
In estates which are confronted with the
Federal estate tax, this is an expensive plan
because it runs squarely into a double Fed
eral estate tax. The husband’s estate will
be subject to tax at his death, and if the
wife survives him by 5 years or more, the
assets which she received from her hus
band’s estate, as well as her own assets, of
6. Life Insurance Trust
course, will again be subject to Federal
To overcome the inflexibility of the settle estate tax upon her death. In many in
ment options mentioned above, a Life In stances, particularly where there are no
surance Trust might be considered. Broadly children involved, the husband will want to
speaking, a Life Insurance Trust is an ar leave his affairs in this manner in spite of
rangement created by the insured during the additional cost which you may point
his lifetime under which he enters into an out to him, primarily because he wishes his
agreement with the trustee named therein, wife to feel that all of his property is to
deposits his policies with the trustee, and become hers to do with as she may please.
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However, if children are involved, it is of
course the desire of both the husband and
wife to pass on as much as possible of their
worldly goods to their children and they
would much prefer to have their children
receive the second tax than Uncle Sam. The
second tax can be avoided by the husband
providing in his will that the residue of
his estate be held in trust to pay the income
to his wife for life, with power given to
the trustee to advance so much of the prin
cipal to the widow as, in its discretion, may
seem necessary in the event of sickness,
emergency, or other cause. Upon the
widow’s death, the trust assets may be dis
tributed equally to the children or the will
may provide that upon the death of the
widow, the trust shall be divided into as
many separate equal trusts as there are
children then living, or issue of deceased
children by right of representation, and
that the income from each child’s trust
shall be paid to him until he becomes a
certain age, at which time the principal
shall be distributed to him outright. It is
often provided that the children should re
ceive one-third of their trust outright at
about 25, one-third at the age of 30, and
the balance at the age of 35, or, of course,
any other appropriate ages may be picked
for the distribution points. By such an
arrangement, almost as much latitude is
given to the beneficiaries as though the
property had been willed outright to them,
and yet the Federal estate tax upon the
death of the widow is entirely avoided. Such
an arrangement in many instances provides
a real saving in dollars. For instance, let
up assume that the husband has an estate
of $200,000.00 which he leaves outright to
his wife. The Federal estate tax payable
upon his death would be based on a net
estate, after the $60,000.00 exemption, of
$140,000.00, and would result in a tax pay
able of $32,700.00. Let us assume that the
wife had no assets. Omitting for the pur
poses of this illustration the costs of ad
ministration and other expenses, the wife
would then receive from the husband’s es
tate $167,300.00. If she should survive five
years or more, the tax on her estate would
amount to $22,890.00, all of which could be
saved for her children had the husband’s
will provided that the residue be held in a
testamentary trust for the benefit of his
wife, with remainders over to the children.
One word of caution, however, in connec
tion with the discretionary power in a testa
mentary trust to invade principal. For in
stance, if the widow and a corporate trustee
are named co-trustees and given the power

in their discretion to advance principal to
the widow, if necessary, because of emer
gency or other cause, it has been held that
the right of the widow to join in this dis
cretion amounts to a power of appointment
held by her, which is sufficient to cause all
assets in the trust to be subject to Federal
estate tax in her estate. In drafting the
testamentary trust, the attorney should be
very careful to confine this discretionary
power to the corporate trustee alone, which
under the present cases will be sufficient to
prohibit the second tax being imposed upon
the assets of the trust.
General Considerations
You will no doubt frequently be con
fronted by people having no will at all and
they will ask what will happen to their
property upon their death. If domiciled in
Michigan the distribution of their property
is of course governed by the intestate laws
of the State of Michigan. I will not attempt
to cover all the situations prescribed by the
statute, but to give you a general idea of
how the statute affects some of the more
common situations, I might mention the
following:
If a married man or woman dies with no
will, leaving more than one child, one-third
goes to the surviving wife or husband and
two-thirds to the children. If there is only
one child, then one-half to the surviving
husband or wife and ½ to the child.
If a married man or woman dies with no
will, leaving no children, then ½ of the es
tate goes to the surviving wife or husband
and ½ to the mother and father, or the
survivor, of the deceased. If neither parent
survives, then that ½ goes to the brothers
and sisters of the deceased. If no brothers
or sisters or children of any deceased
brothers or sisters are living, then the en
tire estate goes to the surviving wife or
husband.
If a single person dies leaving no will, his
or her entire estate goes to the father and
mother or the survivor. If both have died,
then to brothers and sisters.
If a widow or widower dies with no will,
but leaving issue, then all goes to the issue.
These are very brief summaries of cer
tain provisions of the statute and should
not be relied upon as being complete state
ments in all respects.
Sometimes a person may be perfectly well
satisfied with the distribution of his prop
erty arranged for him by the intestate
laws. Even so, there are still strong reasons
why he should have a will which would en
able him to name his own executor to ad
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minister his estate, which is a very im men. Yet many men today are so busy
portant consideration. By a will he can also making money that they seem to have no
stipulate the disposition to be made of his time or inclination to lay careful plans for
automobile, clothing, and other personal As preservation during life and its use after
effects. He can confer a power of sale on death. The primary purpose of any estate
his executor. This power is particularly plan should be to carry out the wishes of
important if there is real estate which will the individual, both during life and after
have to be sold during the course of ad death. Tax avoidance, as distinguished from
ministration because it avoids the necessity tax evasion, should never be the sole pur
of obtaining a license to sell from the Pro pose of any plan but should be constantly
bate Court. Obtaining such a license takes considered in determining the methods to
time and increases the costs of administra be used in bringing about the individual’s
tion. Thus it is advisable for everyone to wishes. Furthermore, any plan should be
have a will, even though the distribution kept as simple as possible. The administra
provisions may follow closely the provisions tion of any estate or trust today, under
present tax and administrative laws, is a
of the intestate laws.
Minor children cannot execute a receipt very complicated undertaking fraught with
for their share of an estate because of the pitfalls at every step in the procedure.
disability of being under age. Therefore, Naming a close friend or relative as exe
before their share of an estate can be dis cutor or trustee of a will is no longer ap
tributed to them, it is necessary that a preciated as a gesture of confidence. The
guardian be appointed. This fact should be individual in all probability will have neither
kept in mind when a will arrangement under the knowledge nor the time to fulfill his
consideration may call for a possible dis duties properly. It is now becoming more
and more advisable and even essential to
tribution to minors.
Another provision in the Michigan law name a corporate executor and trustee in
which should not be overlooked in prepar one’s will. Their charges for acting as
ing a will is that which gives the widow a executor are the same as though an indi
right to three elections after the death of vidual should act, being set by statute in
Michigan, and it is their business to keep
her husband testate. She may:
1.
Elect to abide by the terms of his will.abreast of all requirements and procedures
2. Elect to take her dower and homestead necessary in the administration of estates
and trusts. It would seem only good busi
rights.
ness to employ a corporate fiduciary which
3. Elect to take against the will. If she
specializes
in this highly technical work.
so elects, she will receive the same share of
the real estate that she would have received
if her husband had died without a will and EXCERPT FROM PAPER READ AT
she will receive the same share of personal AMERICAN INSTITUTE CONVENTION
property that would have passed to her, had
IN MIAMI
her husband left no will, until the sum of
We all hope to see the day when account
the personal property amounts to $5,000.00. ants may be in the same situation as law
Of the rest of the personal property, she yers and doctors. The shyster lawyer and
will receive one-half of the amount she the unethical physician certainly should be
would have received had her husband died subject to claim or suit, and likewise I think
without a will.
the accountant who is guilty of dishonesty,
The moral of this is never to approve of or who deliberately fails to do what he con
a will for a husband unless under it he siders a good job, should be subject to claim
leaves his wife at least as great an interest and suit. But the lawyer who exercises rea
in his real estate as she would have re sonable skill usually is not sued for what
ceived had he died intestate and at least may turn out to be poor judgment. The
½ as much of his personal property as she physician is not sued for a poor diagnosis
would have received had he left no will.
if he exercises reasonable skill. We all feel
that the accountant should not be subjected
Conclusions
to claim and suit if he does the best job of
Estate planning has been a very much which he is capable and follows reasonably
neglected field in the past. More and more good practice.
people are becoming conscious of its im
Norman J. Lenhart
portance, however, due largely to the in
creased burden of State and Federal taxa
The injuries we do and those we suffer
tion and the activities of accountants, life are seldom weighed in the same scales.
underwriters, the legal profession and trust
—Aesop
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WHAT'S NEW IN READING
THEIA A. GEBBIE, Beverly Hills, California
HOW TO RUN A MEETING, by Edward
J. Hegarty. (Whittlesey House, McGrawHill Book Company, Inc., New York, 1947.
217 pages. $2.50.)
As a good pep talk stimulates us to fur
ther endeavors, so can this book kindle
waning enthusiasm and spur us onward
with new ideas. Club activities and com
mittee meetings can be more successful and
run more efficiently through the suggestions
of Edward Hegarty who has had over thirty
years of experience in observing and par
ticipating in such activity.
One chapter concerns new members and
making them feel comfortable. One discus
sion club had a rule that the new member
take part in the discussion at the first ses
sion he attended. Thus, the others came to
know him; they learned his name and re
membered his performance. In another type
of club, the new member could be given a
short talk or a committee report to make;
the group sees him before them and they
feel acquainted.
Many, many other pointers of organiza
tion activity are set forth to aid anyone
concerned with the speaker, the meeting
room, the program, and the general allaround functioning of an association.
BUSINESS LAW QUESTIONS WITH
ANNOTATED ANSWERS, by H. M.
Schuck. (University of Wisconsin, Madi
son, Wisconsin, 1947. 81 pages, paper
covers. $1.10.)
This bulletin, designed primarily as a
review of business law for accountants, and
especially for students preparing for the
CPA examination, presents a summary, by
subjects, of the business-law questions asked
over a ten-year period in the Wisconsin
CPA examinations, together with suggested
answers well documented by case citations.
Since the CPA questions ordinarily are
representative of. the legal problems en
countered most frequently in business prac
tice, the contents of the bulletin are recom
mended to businessmen, who will learn from
its pages to recognize legal problems when
they occur and to appreciate something of
the legal significance of certain acts and
omissions in the conduct of business affairs.
The discussions which are part of the an
swers are most helpful. This bulletin offers,
in clear and concise form, a great deal of
valuable information for a small price.

THE LAND AND WILDLIFE, by Ed
ward H. Graham. (Oxford University
Press, New York, 1947. 210 pages. $4.00.)
We do not have to be biologists or soil
conservation experts to appreciate the com
mon sense and suggestions set forth in this
book. The sportsman, the hunter, the trap
per, the fisherman, and the farmer are all
concerned with our present wildlife; and we
should be interested in what can be done to
preserve or increase it. Mr. Graham’s con
tention is that wildlife can be managed by
means of land use; various methods of good
land use for such purposes are discussed.
The book starts with a summary of past
thought and action with respect to wild
animals. Successive pages deal with infor
mation and consideration of methods by
which marshes and swamps can be made
productive of furbearers and waterfowl,
how ponds and streams can be bordered to
prevent drying and thus increase fish pres
ervation. There is more here relating to
land conservation and animal life than to
water and fish preservation, but all of the
thinking acquaints us with today’s problem
in this field and is worthy of the considera
tion of civic-minded readers.
THE FACE OF THE CLAM, by Luther
Whiteman. (Random House, New York,
1947. 248 pages. $2.50.)
To have witnessed the “characters” of
California is to appreciate this book. The
dunites of the story may be fictional but
they live for the reader in their unique way
of life. The new California law making it
illegal to dig for the Pismo clam further
enhances the historical significance of dune
life portrayed here.
The Face of the Clam has to do with the
beaches in the dune region of San Louis
Obispo County in California, of Frenchy
and the others. Frenchy is the nudist and
student of the occult who had to study the
clam to see if it had a face before he would
desecrate himself by eating it. Here, too,
lived Dunker, the breathing fanatic; Old
Man Dagget who one day made a killing by
picking the right pony (what he did with
the money is exactly what he planned to
do) ; and Peg who threatened this male
Paradise with a woman.
There is much charm and laughter here;
there is entertainment and knowledge of a
unique and almost extinct manner of living.
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Two Booklets
of timely interest to Accountants
In anticipation of the next C. P. A. Exam

inations, we offer the two booklets illus
trated — for their practical and informative
value, both to examination candidates and to
practitioners desiring to review the subject
on their own account.

“C. P. A. Examinations and How to Prepare
for Them” is a handy 80-page summary pre
pared by the LaSalle Higher Accountancy
Staff, which covers, in five parts, "Accounting
Degrees and the Profession” — “How to
Prepare in Special Subjects” — “Important
General Suggestions” — “How to Take the
Examination” — and “C. P. A. Laws and
Regulations.” These headings clearly indicate
its scope and usefulness.
“Requirements for the C. P. A. Examinations
and the Practice of Public Accounting” is a
compact 32-page companion booklet, pocketsize, recommended for its thorough sum
marizing of qualification requirements in
any part of the United States and Canada.
It also outlines in brief the LaSalle Training
for C. P. A. and other examinations, as well
as LaSalle’s Higher Accountancy training
proper.

Fill in
and
send
the
coupon
NOW

Consistently increasing enrollment, both for
the regular training and for C. P. A. Coach
ing, indicates the reputation for capable and
up-to-the-minute instruction which we be
lieve LaSalle has deservedly earned — both
within the profession and outside. We invite
correspondence on any phase of the subject in
which the reader may be interested.
Meantime,you mayfindthesetwobookletshelpful, either
immediately or asfile reference material. The coupon
is for your convenience, and involves no obligation

LaSalle Extension University—Dept. 11-643
A Correspondence Institution—417 S. Dearborn, Chicago 5, Ill.
Please send me, without obligation, the literature
I have checked in the spaces indicated below

□ Check here for C. P. A. Examination booklets.
□ Also send literature on your Higher Accountancy training.
Name...................................................................................................................
Address...............................................................................................................
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